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THE DIRECTOR LOOKS HIS JOB* Edited Courtney Brown 
and Everett Smitht 


New York: Columbia University Press, 1957. 150 pp. $3.50. 


re-examine the place the board directors American corporate 
life and explore the possibilities for vitalizing its role. This book 
the record symposium sponsored jointly the Columbia 
University Graduate School Business and the McKinsey Founda- 
tion which group sixteen business leaders discussed the 
multiple aspects board formation and operation. For the most 
part the book consists verbatim conversations (edited Professor 
Neil Chamberlain). 

whom the board responsible? Legal responsibility the 
shareholder the primary consideration governing board actions. 
This includes the usual corporate activities such declaring dividends, 
effecting mergers and selling assets; also includes protection 
shareholders’ invested capital, perpetuation the corporation, 
harmonization diverse shareholder interests and reporting the 
shareholders. The board often delegates management the im- 
plementation these activities, but they are the full responsibility 
the board. 

Larger obligations the board include responsibility for supplying 
customers, for continuity employment, for employment conditions 
and for public relations. These obligations are responsibilities which 
are justified the long-range interests the stockholders. 

Board responsibilities can effectuated only terms specific 
functions. all companies one the most important jobs the 
board the selection the top chief executive officer. The board 
also responsible for looking over formulation objectives that 
has been developed management (the board usually does not 


symposium consisting three four-hour sessions held May-June, 1956. 


Brown Dean, Graduate School Business, Columbia University; 
Everett Smith Director, McKinsey and Company. 


formulate objectives) and for obtaining from management some 
good measuring sticks and tools for evaluating the organization, 
has critical responsibility for observation, comparison and 
evaluation departments and affiliates the basis these 
also responsible, not for day-to-day policies actions manage- 
ment, but for what transpires result these day-to-day 


major question that the composition the board. Ninety- 
nine per cent all directors fall into two categories the inside 
(having come through the company) part-time director and the 
outside (unconnected with the business) part-time director. The 
principal advantages the inside part-time director lie 
familiarity with the business and his availability. The disadvantages 
are that may not dare voice his true feelings for fear 
alienating his co-workers and may not bring his directorial 
functions the breadth viewpoint required. 

The outsider has important assets. provides fresh viewpoint; 
able stand aside and judge. not subordinate the 
chief executive and hence position “needle” management 
when necessary. the other hand, difficult obtain capable 
people who are willing spend the amount time required 
familiarize themselves with the company’s activities. 


Instead thinking inside and outside directors, one may 
think terms “full-time” and “part-time” directors. 
sentative Standard Oil Company, prototype the full-time 
board, participated this discussion. The philosophy behind the 
advocacy the full-time director that meaningful discharge 
director’s responsibilities requires more extensive knowledge 
corporation than can acquired through part-time contact. The 
director must spend enough time know what going on; intuition 
and judgment are not enough. Since members full-time board 
are usually recruited from inside the company, the problem in- 
grownness raised. This can offset encouraging director 
participation outside activities. Also, when directors are freed 
managerial responsibilities they have time for broad-gauge thinking 
and introspective analysis. 


There are serious problems the full-time arrangement. Many 
companies not have the depth management bring forth 
special group. Needs companies differ. Costs full-time directors 
are high. Stockholders like see prominent outside people their 
lists directors. Members full-time board may not 
perceptive the political requirements corporation some 
the outside people might be. Specialists sometimes have 
obtained outside the company. 


Out these discussions, the concept the “balanced” board 
evolved. Such board would composed largely inside members 
spending the whole their time general company problems, 


supplemented outside, part-time directors who might 
position render constructive wisdom some the broader social 
areas. Advantages “balanced” board are: (1) offers sufficient 
flexibility adaptable considerable number corporations. 
(2) avoids members who are dependent on, part of, the 
managements they are supposed appraise. (3) permits integra- 
tion outside members who add freshness viewpoint. (4) 
combines the qualities group which review board and judge 
with those group which continuing touch with management. 

Where can the American corporation secure effective outside 
directors? total from 4000 5000 directors would needed 
man boards companies with sales more than 100 million 
dollars year. Three possible sources are retired executives, pool 
management leaders, and professional talent such lawyers. 

Five chief inducements individuals take the duties 
directors are compensation, prestige, personal associations, personal 
interest the work the company, and experience. All these in- 
inducements should used. 

The board can probably gain access necessary information 
working through the chief executive. The attempt individual 
board members contact operating executives directly undercuts 
the authority the executive. Any attempt directors exercise 
authority over operating personnel should firmly rebuffed. 

How does corporation move toward the active type 
“balanced” board pictured this study? Part-time outside members 
could supplemented members management who would 
released from operating responsibilities and promoted full-time 
board service. 


THE ECONOMY THE AMERICAN PEOPLE: PROGRESS, PROBLEMS, PROS- 
PECTS Gerhard Colm and Theodore Geiger with Manuel Helzner* 


Washington, C.: National Planning Association, March 1958. 
(Planning Pamphlet No. 102.) 167 pp. $2.00. 


Our economic system has been changing drastically. Out nine- 
teenth-century capitalism, new American economy has been evolving. 
The purpose this report describe the leading characteristics 
this new economy. The question is: Can the American society succeed 
combining the benefits large-scale organization the economy 
and government with the greatest possible freedom individual 
choice and the fullest possible realization the potentialities the 
individual? 

Since 1929, there has been rise per capita personal consump- 
tion more than per cent. Productivity the key this high and 

*G. Colm NPA’s Chief Economist and also Professorial Lecturer 


Economics George Washington University. Geiger NPA’s Chief 
International Studies. Helzner associate economist NPA. 
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rising standard living. productivity which has made possible 
the production greater quantities goods and services, which has 
sustained high level consumption, and which accounts for the 
recent relatively high degree economic growth and stability. Many 
interrelated factors enter into this achievement unprecedented 

Natural resources. Rich supplies coal, oil and other minerals, 
water, and timber have aided the development the Favor- 
able climate and fertility soil have been factors the high produc- 
tivity American agriculture. 

Labor. 1957 the civilian labor force the totaled more 
than million. Characteristics the American labor force which 
contribute productivity are the variety skills brought im- 
migrants, the high degree occupational mobility, advances 
health and education, and attitudes revealed through trade 

Business management. The transformation the role and charac- 
ter business management has been major factor 
Members this new profession are trained application business 
methods; they are conscious responsibilities stockholders, workers, 
customers and the corporation; they recognize need for teamwork; 
they are willing use new ideas and develop long-range programs. 

Research and technology. Modern research the heart the 
dynamic economic process. results more and better products, 
often lower prices. Americans have been particularly outstanding 
applying the results scientific research and technological in- 
novation. 

Capital. Sufficient capital must available. recent decades, 
the total amount savings the has been adequate meet 
industry’s needs. Sources have been individual, institutional, corpo- 
rate and governmental. Abundant capital results greater produc- 
tivity which turn generates even larger supplies capital. 

Government. Experience has proved that vigorous and respon- 
sible private enterprise the one hand, with constructive and prudent 
government policy the other are compatible. Government activities 
have included conservation, development natural resources, stimula- 
tion industry, fostering capital through credit, and 
motion full employment and economic growth. 

Values and institutions. The American economy intrinsic 
part the wider system values American society. These values 
are among the most important factors productivity. and large, 
American society has been optimistic, pragmatic, rationalistic, open- 
minded, and cooperative. has tended value conscientious work, 
technical skill, individual flexibility, and social and geographical 
mobility. 

While this picture the economy one which Americans have 
right proud, not without flaws. New problems are the 
economic and social horizons and will have dealt with. 


First, while the promise the American economy very great, 
growth cannot taken for granted because threefold threat. 
(1) Economic fluctuations will occasionally occur. However, these 
need not develop into depressions. number “cushions” include 
the Federal Deposit Insurance System, the unemployment insurance 
system, long-range business planning, the tax system. the S., 
the people have determined that government has the responsibility 
for continued economic growth and for counteracting fluctuations. (2) 
Inflation another problem. still cannot sure what means 
continuing price rise can avoided. Government fiscal and credit 
policies have helped. (3) important that mobility manage- 
ment, labor, and capital maintained; mobility must not give way 
rigidity. 

the great strides have been made realizing the ob- 
jective decent standard living, health, and education for all. 
And yet there still residual problem poverty which must 
dealt with. Other problems which have begun acquire urgency 
are adapting our cities, our educational system and other social in- 
stitutions the needs population growth, the expansion industry 
and persisting international tensions. 

The problem corporate power one which the American 
people have attempted solve throughout their history. Today there 
changing attitude toward “bigness” prompted recognition that 
competition among the few can keen competition the 
many, that the more equitable distribution wealth has been con- 
current with the growth large corporations, that working conditions 
large factories are satisfactory small ones. Managers are 
realizing the importance good public and employee relations, 
the need for socially responsible attitudes. the future, will 
important clarify the kinds business conduct which will meet 
the needs all those connected with corporations and which will 
contribute economic growth. 

Since the end World War II, many countries the early 
stages development have turned the United States satisfy their 
requirements. One aspect the problem has been the American 


import policy. Hitherto the knowledge that liberal import policy 


important part American foreign policy has seemed keep alive 
the trade agreements program. Whether this can maintained 
whether protectionist views will prevail issue still solved. 
How adequate international flow capital can achieved 
another problem. Private investment not likely play major 
role. Since the end World War II, the Government has 
provided about $65 billion aid other countries well more 
than $3.5 billion international organizations. new concept 
American economic aid required. The vitally concerned 
with the current transformations other countries. providing 
money and skills, the may make the decisive difference the 
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success these development programs and may provide opportunities 
for Americans and others live and work together. 

Another group questions, destined become increasingly 
important, raised the social, psychological and moral problems 
likely emerge age abundance such use leisure time 
and the pressures for conformity. Americans may need develop 
new forms constructive activity and more effective ways or- 
chestrating individuality and community the future. 

The economic system emerging the embodies features 
various “pure” economic systems and promises provide the 
capacity for reconciling the needs and values the individual with 
the requirements complex society and the possibilities modern 
technology. has been achieving historically unique reconciliation 
three partially conflicting human ideals economic welfare, social 
justice and individual freedom. 


HIGH-TALENT MANPOWER FOR SCIENCE AND INDUSTRY* 
Douglas Brown and Frederick 
Princeton, New Jersey: Industrial Relations Section, Department 


Economics and Sociology, Princeton University, 1957. (Research Re- 
port Series No. 95.) pp. $3.00. 


The acceleration change caused the scientist, engineer and 
industrial executive has created voracious appetite for material 


progress throughout the world. Gradually has become apparent 
that the major sources such development not lie material 
things but the men who can provide constant flow new 
knowledge and “know-how.” its demand for high talent country 
seeking something must develop through the systematic improve- 
ment whole complex cultural, educational industrial 
institutions and processes. 

The two essays this study are intended test the thesis that 
the development the scientist engineer should respond similar 
measures any part the world. They examine parallel the 
problems faced America and the newly industrialized countries. 

America, the phenomenon recurrent, periodically acute 
shortages talent by-product advanced indus- 
trialization under mass production. Certain characteristics “seed- 
corn” resources cause them relatively scarce. They are concerned 
with new ideas and practices. They cannot mass-produced; they 
are self-created that they arise out qualities mind and spirit 
which are but nurtured from without. resources must 


*Two essays: Considerations the Determination American Policy, 
Douglas Brown. II. The Development Human Resources the Newly 
Industrializing Countries, Frederick Harbison. 


Brown Dean the Faculty and Harbison Director the 
Industrial Relations Section, Princeton University. 


found, selected and developed environments which they are 
both stimulated and valued. The key factor the stimulation 
ideas; for this reason usually the parent teacher who catalyzes 
the creative person his formative years. 

These characteristics are vital the continued progress 
American industry. Steps can taken three great institutional 
forces our society increase and enhance them. 


Corporations. Corporations can improve the selective process 
first hirings paying more attention qualities mind and 
character than degrees and courses and the “trial marriage” 
method summer employment. They can make better use young 
persons high talent; wasted time and boredom cannot offset 
pay the man ideas. Supervisors should interested the 
growth, ideas and judgment the young person. Corporations 
should avoid the stockpiling high talent; talent requires accomplish- 
ment retain tone. Finally, corporations should see their stake and 
obligation the financial support the educational institutions which 
are developing flows high talent resources. 


The College and University. necessary locate those who 
are highly qualified and motivate them college. Good 
teachers play major role here. Constant improvement must 
made our means financing the education talented but needy 
students. college, the young person should encouraged 
difficult attainment, test his mind against the hardest tasks, 
engage free discussion and inquiry. Barriers should lowered 
between the teacher and the taught; the teacher leader 
quest, source inspiration, counselor and friend. The nub 
the problem lies the recruitment and development good teachers. 


Government. far better for government improve the whole 
apparatus education than favor tariffs bonuses the move- 
ment young men into specific fields such science and engineering. 
should exercise restraint its interference with free research and 
should attempt improve its sponsored educational programs such 
R.O.T.C. providing financial help, government might offer 
fellowships for graduate study and might lend money for the building 
educational plants. 

The industrialized society fast becoming world-wide cultural 
norm. underdeveloped countries, the pressures industrialize are 
both economic and political. many respects, the really critical factor 
industrialization that attracting, accumulating and developing 
the high level human resources which modern industrialization de- 
mands. series propositions provides framework for analyzing 
this problem; based the best information currently available. 

Most underdeveloped countries will attempt base their 


industrialization modern plants and advanced processes and 
machinery. 
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Industries requiring large capital investments appear re- 
quire correspondingly large investment managerial and 
visory resources. 


Managerial resources are probably the principal element 
determining the productivity labor. 


Rapid industrialization and rising living standards are more 


likely contribute social and political instability than happiness 
and harmony. 


the basis these propositions, the problems which the under- 
developed countries face are apparent. The scarcity strategic 
human resources likely the limiting factor economic growth. 
Certain critical policy decisions face these countries. 


preference having foreign enterprises within their boundaries, 
many countries favor the development locally-owned-and-managed 
enterprises. They then import engineers, scientists and managers from 
more advanced countries. This method has drawbacks that 
extremely costly and may result personnel problems. Consequently, 
most countries soon find that only transitional measure. 


generating their own manpower resources, underdeveloped 
countries find that the question priorities crucial. Priority should 
given the multiplication those skills which are most critically 
related production objectives the training scientists, engineers 
and administrators. This may mean that they cannot provide other 
educational facilities which leaders may feel are desirable order 
eradicate illiteracy. They should think education primarily 
investment needed for rapid economic growth rather than 
benefit which all members the community should enjoy. 


The newly industrializing country should concentrate develop- 
ing creative rather 
specialists. This process not confined formal training schools; 
developed the job and supplemented intellectual stimulants 
such study abroad. 

both America and the underdeveloped countries, the processes 
selecting, developing and effectively utilizing “seed-corn” human 
resources are similar. These resources are the creators change and 
the propellers progress. talent cannot mass-pro- 
duced; intelligent investment strategic manpower requires forward 
planning for several decades. 


important respects, successful development strategic human 
resources the underdeveloped countries will depend upon the 
assistance provided the advanced countries. 
for economic aid, provision should made for assessment 
the capacity each industrializing country upgrade its human 
resources, and measures should devised render technical assistance. 
Conscious effort forward planning equally essential the 
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HOW BUSINESS AND SCHOOLS WORK TOGETHER? 


New York: National Citizens Council for Better Schools, 1958. 
pp. Free. 


Increasingly, for reasons enlightened self-interest, business 
focusing its thinking the problems education. Today there 
foreseeable shortage not only specialists and technicians all 
fields, but also management personnel. addition its need 
for well-trained work force, business has even more fundamental 
stake education. Many today’s youth and teachers still have 
outdated concept what business and how conducted. 


Schools, too, are faced with monumental problems. They need 
more good teachers, program tailored fit community needs and 
wholehearted support raise the money necessary for expanded 
school programs. Impressed both are the need for mutual 
help, business and schools are drawing toward each other. 


the Council survey 265 companies and 305 school ad- 
ministrators, thirty different methods business-education coopera- 
tion were frequently mentioned: 


Making trained personnel available for school guidance 
programs. 
Participating teen-age career conferences. 
Publishing pamphlets careers industry. 
Cooperating with schools preparation special exhibits. 
Employing students vocational trade and commercial high 
schools work part time jobs related their studies. 
Employing students summer. 
Employing teachers summer. 
Taking part Business-Industry-Education days when schools 
visit plants. 
Taking part days when 
businessmen visit schools. 
10. Setting aside special times for plant visits students and 
teachers. 
Providing speakers industry’s role society. 
Preparing films for school use. 
Putting special research services the disposal the school. 
Hiring personnel from schools for special research projects. 
Maintaining speakers’ bureau specialists give lectures. 
Sponsoring luncheon meetings where businessmen and educa- 
tors can exchange ideas. 
17. Sponsoring workshop conferences attended both business- 
men and educators. 
18. Having officers the company speak the value 
education. 
19. Encouraging employees take part school affairs. 
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20. Giving employees time off participate community school 


21. Lending personnel help local state school committees, 
22. Publicizing employee school activity company house 
23. Running articles house organs education 
24. Actively coming out for support schools bond election 


25. Preparing sponsoring public service advertising for schools, 
26. Participating Teacher Recognition Days. 

27. Contributing equipment demonstration materials schools, 
28. Giving special awards students 

29. Giving scholarships and fellowships students and teachers. 
30. Making grants colleges and universities. 

Before you meet the people who run the schools, want 
able understand their language. Responsible for the administra- 
tion your school district your school board. must conduct 
its local affairs under the state education law and within framework 
statewide policy. comparable company board directors. 
Actual administration the schools usually delegated the super- 
intendent schools. The individual school principals are like plant 
managers; each operates his own school with good deal autonomy. 
The teachers are the professional specialists. 

Schools all levels will welcome your cooperation provided 
for the good the student and carries strings. Certain basic prin- 
ciples have been followed all companies with successful continuing 
education cooperation programs. The first thing see your su- 
perintendent schools find out how the schools will react your 
offer assistance and learn what help they need most. You can 
then concentrate specifics; you will able weld your company’s 
resources into well-integrated, effective, continuing education pro- 
gram. Once you have both agreed what mutually desirable and 
feasible, leave the actual administration any in-school program 
the schools. 

Don’t use your education project sell your product and beware 
being used proponents nebulous do-good causes within the 
community. program designed the best interests the schools 
will leave you legacy increased good will and support. Sometimes, 
best work group with many other businessmen. 

Actually, business cooperation with the schools begins when local 
businessmen taken active, constructive, personal interest the 
problems and future their local schools. Encourage people all 
levels your organization take such interest and actively 
interested yourself. 

Today many companies and organizations have accumulated 
experience education programming. this booklet included 
list specific companies, organizations and schools that have offered 
share their experiences with you. 


affairs. 
time. 


DYNAMIC ADMINISTRATION: The Collected Papers Mary Parker Follett 


Edited Henry Metcalf and Urwick* 


New York: Harper and Brothers, 1942. 320 pp. $4.00. (Also Published 
England Management Publications Trust, Ltd., 1941.) 


Mary Parker Follett (1868-1933) was business 
philosopher who devoted lifetime searching for the true principles 
organization which would ensure stable foundation for the steady, 
ordered progress human well-being. This book collection 
her lectures business management. Her teaching not theoretical, 
but based close study the practices large number 
business undertakings. She realized that the principles which should 
determine organization are identical, matter what the purpose 
which that organization designed serve. Her lectures are not ab- 
struse, nor overloaded and difficult read; the contrary, they are 
simple, straightforward and easily understandable. Yet the teaching 
they contain profound merit study even the most suc- 
cessful practical administrators. (Foreword, pp. 7-8.) 

Briefly stated, the Follett philosophy that any enduring society, 
any continuously productive industrial organization, must grounded 
upon recognition the motivating desires the individual and 
the group. The democratic way life, implemented intelligent 
organization and administration government and industry, 
work toward honest integration all points view, the end 
that every individuality may mobilized and made count both 
person and effective part his group and society 
whole. (Introduction, 9.) 

*H. Metcalf, Director The Bureau Personnel Administration. 


Urwick, management consultant, author and Chairman, Urwick, Orr 
Partners Ltd., London since 1934. 
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have chosen certain subjects which seem the 
heart personnel relations industry. First, wish consider the 
most fruitful way dealing with conflict. Think conflict neither 
good nor bad; consider without ethical prejudgment; think 
the appearance difference, difference opinions, interests. Con- 
flict here the world. cannot avoid it; should use it. 

There are three main ways dealing with conflict: domination, 
compromise and integration. Domination victory one side over 
the other. This the easiest way dealing with conflict, the easiest 
for the moment but not usually successful the long run. Compromise 
the accepted, the approved way ending controversy. Yet one 
really wants compromise, because that means the giving 
something. Integration creates something new. When two desires are 
integrated, that means that solution has been found which both 
desires have found place, that neither side has had sacrifice any- 
thing. Integration really stabilizes. 

The first step toward integration bring differences into the 
open, the next take the demands both sides and break them 
into their constituent parts. This involves the examination 
symbols; that is, the careful scrutiny the language used see what 
really means. should watch response and anticipate response, 
particularly circular response: respond not only you, but the 
relation between you and me. Employees not respond only their 
employers, but the relation between themselves and their employer. 
Circular behavior the basis integration gives the key con- 
structive conflict. 

Business success depends largely whether our business 
organized and administered that tends form certain habits, certain 
mental attitudes. Orders will not take the place training. The 
giving orders and the receiving orders ought matter 
integration through circular behavior. should seek methods 
bring this about. How can avoid two extremes: Too great bossism 
giving orders, and practically orders given? solution 
depersonalize the giving orders, unite all concerned the study 
the situation, discover the law the situation and obey that. 

Business should integrated unity. The first test business 
administration should whether you have business with all its parts 
co-ordinated, moving together their closely knit and adjusting 
activities, linking, interlocking, interrelating, that they make work- 
ing unit functional whole integrative unity. Workers, managers, 
owners should feel collective responsibility. 

order must integral the situation and must recognized 
such; but the situation never stationary; always changing. 
responsible attitude toward experience involves recognizing the 
evolving situation. conscious attitude toward experience means 
that note the change which the developing situation makes our- 
selves; the situation does not change without changing us. 


One person should not give orders another person but both 
should agree take their orders from the situation. orders are 
simply part the situation the question someone giving and some- 
one receiving does not come up. Both accept the orders given the 
situation. 

The task the chief executive articulate the purpose which 
guides the integrated unity which his business aims be. his 
task understand everyone’s place that purpose and that unity. 
Each unit has fitted into whole which constantly changing, 
that is, into evolving whole. business are always passing 
from one significant moment another significant moment, and the 
leader’s task pre-eminently understand the moment passing. 
This why the leader’s task difficult, why requires great qualities 
the most delicate and sensitive perceptions, imagination and insight, 
and the same time courage and faith. 


Comment: Who can benefit from reading collection articles 
the business management written during the era? 
The answer that, notwithstanding really notable output re- 
search the problems administration the generation since 1928, 
wide range people can find matter serious importance them 
such collection when the product first-class creative mind 
like Mary Parker Follett’s. Some the individuals can visualize 
gainers from reading pioneer work that was far ahead 
its day and still ahead current thinking would active executives 
hoping find immediately useful fresh approach some their 
problems; that segment managers consciously aiming treat 
their activities profession; all students bent covering 
the basic books administration; and all teachers who may have 
allowed time dim their recollection the breadth and depth 
Miss Follett’s original contributions. 

For the first the four groups above what could 
more pertinent than the first chapter the book, which tackles the 
question how give conflict constructive outcome? Turning 
through the pages one struck not only the insight displayed, but 
also the lengths which she goes spelling-out how apply 
practice the ideas she proposes. surprise encounter the 
same person one dedicated study fundamental issues and one 
equally dedicated better methods practice. The combination 
makes her book how-to-do-it singular value every executive 
need better methods problem solving. All has make 
the test for himself: out the many suggestions presented fourteen 
chapters virtual certainty that one those chapters will 
specifically rewarding him. 

For managers building professional standards for themselves, 
should heartening see the calling administrative activity 
treated with serious concern subject importance equal that 
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given any art science philosophy itself. Miss Follett gives 
many reasons for the importance she attaches the study, and the 
skillful practice, administration. Only one can mentioned here, 
“The most profound philosophers have always given unifying 
the fundamental principle life. And now (some) businessmen are 
finding the way run successful business. Here the ideal and 
the practical have joined hands. That why working business 
management, because, while care for the ideal, only because 
want help bring into our everyday affairs.” 

Students will find Dynamic Administration not only the fore- 
going interests but also will find one the few books which insists 
process, the total situation, the unique importance the 
totality, and emergent values, from one cover the other. her 
pages they will get sharper impression the seamless-web character 
the administrative process than from any other book know. 

Teachers, they can learn what the three preceding groups can 
learn, will have learned all that reasonable expect from one 
small book now years old. Joseph Bailey, Professor Human 
Relations. 


The businessman who wants clearer picture our 
foreign policy today especially has uneasy 
feeling that all not well faced with tough 
problem. How can fish the most informative and useful 
material from the swelling flood words which rushes past 
him every day? 


Personally, found part the answer this week 
when took look Chester new book, Ideas, 
People and Peace. (New York, Harper Brothers, 1957. 
151 pp. $2.50.) For money, this really outstanding 
where are and where ought heading. 
urge you put high your "must" reading list. 


Mr. Bowles critical the present Administra- 
tion's foreign policy programs. "In the last few years, 
American foreign policy has failed three counts: 

has failed earn for the respect and 
Standing the people the world. (2) has failed 

develop the impregnable military defense which 
have largely devoted our resources and our energies. 

(3) Consequently has failed further the prospects for 
what Lincoln called 'just and lasting' peace." 


But won't say anything more now about his critical 
comments, his analysis Communist attitudes and policies, 
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and his own recommendations I'll save that for 
abstract the next issue. the meantime, just one 
word advice get the book! 


Incidentally you own copy the 1958 
Book the Year (published Chester Bowles' erstwhile 
partner, William Benton, and Encyclopaedia Britannica) yoy 
already have the equivalent Ideas, People and Peace. 
The feature article the 1958 Britannica Book the 
Year "The New Challenge" Chester Bowles and 
tically reprint the book. (Perhaps prejudices 

are showing; but shouldn't the publishers warn their 
readers that the material has been published elsewhere?) 


matter, whichever you choose, the reading should 
profitable. 


"Magazines should encourage simple language the 
interest understanding, rather than the fuzzy, pompous 
language often used professionals the social 
Sciences." Thus spoke Cecil Goode his editorial, 
"The Missing Link Between Research and Practice," the 
1958 issue Personnel Administration. 

goes on: 


"It characteristic science atomize problems 
for study. Social scientists this, too. They dissect 
and isolate factors for study, attempting control 
push from consideration all others. For every hundred 
social scientists who are busy breaking human problems 
into atoms for study, there barely one interested 
synthesis bringing the findings hundreds social 
scientists together into fabric meaningful principles 
and truths for application managers people." 


concur. our scanning thousands period- 
ical articles, rarely find outstanding piece 
capable social science synthesizer-interpreter. Cur- 
rently, reading book, however, which believe 
meets Mr. Goode's criteria. is: The Fabric Society: 
Introduction the Social Sciences, Ralph Ross, 
University Minnesota, and Ernest Van Den Haag, New York 
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University and The New School. Harcourt, Brace 

and Company. 1957. $10; text edition $7.50.) not 
book that would recommend all top executives. 
one thing, almost overwhelming its 777 pages! 

But for someone looking for contemporary, well-written 
over-view the social sciences, this it. The four 
parts the book are: Persons, Groups, and Culture; 
II, Science and Symbols; III, Economic Aspects Society; 
and IV, The Organization Power. 


Here are some "special" issues current periodicals 
which may interest you: 


Current History, April, 1958 (Events Publishing Co., 
108-10 Walnut St., Philadelphia Pa. $7.00 year; 


Among the articles are these: 


Paul Linebarger: The Survival Historical 
Japan. 


Robert Scalapino: Japanese Politics Since 
Independence. 


Akira Doi: Population Pressures Japan. 


Paul Langer: Japan and the West. 


Ardath Burks: Japan's Relations with the Com- 
munist World. 


Amry Vandenbosch: Japan Southeast Asia. 
Kenneth Colton: Japan's Leaders, 1958. 


Dun's Review (99 Church St., New York N.Y. 

$5.00 year; cents copy) for April, 1958 includes 
emphasis feature" called The American 
Factory: Today and Tomorrow. 


The Annals the American Academy Political and 
Social Science for March, 1958 devoted the topic: 
Crowding Hemisphere: Population Change the 
Americas. The articles cover subjects such popu- 
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lation trends, community life and values, immigration 
policy, and economic development. (Available from: 
The American Academy, 3937 Chestnut St., Philadelphia 
Pa. Non-members the Academy may obtain single 
issues The Annals for $2.00.) 


The Journal Property Management for December, 
1957 called Shopping Center Issue, and includes 
report panel discussion shopping centers, and 
articles on: How Open Shopping Center; Promotion; 
Basic Requirements Shopping Center Sites; Dangers 
Shopping Center Leasing; Setting Retail Rentals. 
(The Journal quarterly, published the 
Real Estate Management, South Wabash Ave., 
Chicago Ill. $6.50 year; this issue, $5.00.) 


Industrial and Labor Relations Review for April, 
1958 includes seven articles under the general 
The Taft-Hartley Act After Ten Years: 
(The Review quarterly published the New York 
State School Industrial and Labor Relations 
Cornell University, Ithaca, New York. Subscription 
rates: year; $1.75 copy. The symposium 
have been reprinted booklet form the price 
$1.50.) 


This issue rather special one marks our 
first anniversary. Since most you subscribed THE 
EXECUTIVE the beginning, you will receiving 
newal notice the very near future. Don't surprised 
little off-beat, doesn't include any adver- 
tising, special gimmicks with strings pull shiny 
mirrors that flash you, skillfully worded pitches 
designed get you send your subscription along "by 
return mail." figure that are either publishing 
magazine that useful you, aren't and 
only you can decide that question. just want put 
the matter you straightforward manner, and hope 
that you will feel that have been helpful enough this 


past year that you will want see for another 


months. Anyway, let know how you feel about and 
send your suggestions. 
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BUSINESS NEEDS BASIC RESEARCH Frederick Kappel* 


Bell Telephone Magazine, Vol. 36, No. Winter 1957-1958, pp. 5-14. 


The search for new knowledge the probing into the unknown 
that call basic research the fundamental, underlying effort 
which makes industrial progress possible. 

All industry the free world faces new kind competition. 
Soviet science moving with tremendous mass and terrific momentum. 
This not just matter missiles and satellites. matter 
markets leadership trade and commerce the power 
free industry strengthen the public welfare and win and keep 
world-wide esteem. face the competitior science and new 
knowledge the hands determined men who have flatly told 
they mean rule the world. 

Can competition this plane successfully countered purely 
industrial and productive skills alone? Not opinion. The need 
for science that will bring new knowledge abundance. 

this quest for new knowledge something that really belongs 
industry? does belong rather the universities and gov- 
ernment, with industry applying the results? Certainly basic research 
must done the universities and government, but there great 
advantage and great need within industry well. For 
this there are several reasons. 

The first that the interaction basic research with the other 
phases industry stimulates everybody. The second reason that 
the technical organization which includes basic research group there- 
takes out insurance against costly mistakes. third reason that 
any particular time, university scientists may not working the 
things that would your business the most good. 

The cost research business risk. But any field business, 
face new problems must take new action. face new 
danger must take new chances. Moreover, while shouldn’t 
underestimate the cost, shouldn’t overestimate either. Large 
business can lot through expenditures which, relation total 
volume, ought not frighten anybody. 


*President, American Telephone and Telegraph Company. 


Some the principles necessary the success basic research 
are: first, get the best possible people, and second, have ob. 
jective while also giving the researcher full freedom. must free 
what wants keeping with the broad objective, plan his 
work his own way, and publish his findings without delay. Also 
must not become developer. Finally, basic research today needs 
adequate equipment. 


For many years big business has been under the necessity 
justifying its existence. Our need prove ourselves will never end, 
but want make this observation: time this century has 
the man the street had more reason look hopefully big business 
than has right now. His instinct and acknowledgment must 
that the Soviets’ kind bigness can only countered our kind, 
which mixes bigness and freedom. today have the potential for 
new degree public understanding big business and awareness 
that the future depends very largely keeping strong. 

How can those who continually attack big business expect 
accept the risk involved they keep forever preoccupied with the 
effort keep ourselves whole? Those business must take note 
the threat all face and accept whatever responsibility properly 
belongs with them their fields. Members government must allow 
business the freedom and the resources need our job. 


CONTRACT RESEARCH MODERN BUSINESS Fisher, Jr.* 


Connecticut Industry, Vol. 36, No. February 1958, pp. 12-14. 


Contract research large and growing activity. our modern 
economy becomes more complex technologically, businesses turn in- 
creasingly outside organizations. September 1957, over 
thousand people met Washington, the President’s Conference 
Technical and Distribution Research for the Benefit Small Business. 
Much the discussion was applicable large companies well 
small. The consensus the meeting was that far too many com- 
panies are not taking advantage the assistance available them. 

was agreed that the reasons are divided into four general areas: 

Failure appreciate why and when outside technical assist- 
ance should used. Outside technical assistance should 
management tool because the company’s technical facilities and staff 
are not adequate; the program too short and tentative justify in- 
creasing special equipment skills are needed; variety skills 
are needed; emergency situations involve production, quality, com- 


*Manager, New England Office, Arthur Little, Inc. 


petitive pressure, accident, lawsuit; fresh, objective approach 
experienced, outside group may prevent wasted effort. 

Outside technical assistance can valuable for assignments 
advice concerning production trouble shooting and cost reduction; 
quality control and special tests; improvement present products and 
processes; development new products and processes; marketing 
studies connection with technical projects; project evaluation; re- 
search projects long range benefit; preliminary engineering consid- 
erations; nuisance abatement, corrosion, and maintenance problems; 
continuing periodic technical counseling. 

Lack information what such services might cost. 
great deal misunderstanding exists regarding the cost outside 
research and development. Most assistance billed the basis time 
spent, and the cost therefore established the effort required 
solve the problem. There almost never any obligation involved 
the initial discussion problem; however, unless the problem pre- 
sented fully, such discussion hardly worthwhile. Further, this 
kind work, cost not necessarily related the value the solution. 

Lack basis for selecting the proper contract assistance 
organization. The problem selecting the right source outside tech- 
nical assistance has simple solution. There are several types or- 
ganizations, each with its own strengths and weaknesses. Many the 
smaller ones are highly specialized, while the larger firms are usually 
more diversified. number operate non-profit basis, and several 
conjunction with universities. Some trade associations maintain lab- 
oratories. general, the cost project depends more the skill 
the personnel than the type organization. 

Sources information concerning organizations are inadequate; 
there single directory. The field considered professional, and 
therefore usually depends “general reputation” rather than adver- 
tising. selecting organization, the interview the most important 
factor. The businessman should not commit himself unless feels 
can work freely with the outside group with his own staff. 

Lack knowledge concerning the effective use outside tech- 
nical assistance. Obtaining satisfactory results from outside services in- 
volves the same principles human relations and communication basic 
all successful business operations. any contract, both parties 
should full agreement before going ahead project. The client 
company should have some future plan for the assignment, and give the 
consultant enough information the plan that the latter can see 
his assignment proper perspective. informal, personal working 
relation with the consultant has proved the most fruitful method 
operation. Further, the benefits such relationship often beyond 
the immediate problem, the result the exchange ideas. 
businessman who needs help and has not given outside technical assist- 
ance real test will well consider exploring with open mind 
this modern approach creative technology. 
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EXTEND THE RECIPROCAL TRADE-AGREEMENT PROGRAM? 


The Rotarian, Vol. 42, No. April 1958, pp. 16-17, 51-52, 60-61. 
Yes! Will Contribute Economic Well-Being 
Robert Kean* 

The President’s authority negotiate agreements with other 
countries lowering barriers which they and impose our trade 
should continued for practical business reasons America’s own 
self-interest. The program, expanding America’s foreign trade, 
contributes its business prosperity and its national 

Why does help the economy reduce trade barriers and allow 
greater freedom for business export and import? primary reason 
that foreign trade major American industry and its prosperity 
makes great contribution the national economic well-being. 

Quite apart from its direct business importance, ihe trade-agree- 
ments program necessary economic support our political and 
military alliances. Foreign trade vital the domestic stability and 
economic strength most countries. correspondingly vital their 
ability contribute the common defense the free world. 

Strengthening this ability has been primary objective our 
foreign-aid and technical-aid programs. Failure extend the major 
program for liberalizing trade would impair the effectiveness 
those aid programs. 

The authority delegated the President enter into trade agree- 
ments will expire automatically June 30, 1958, unless extended 
Congress prior that date. think essential that extended 
and strengthened. 

There special need this time for minimum extension 
five years. Six European nations, which together purchased last year 
billion dollars’ worth our exports, have just formed common 
market and will ultimately apply single unified tariff imports from 
the rest the world. Their first important steps toward this common 
outside tariff will taken during 1962. During the crucial formative 
years between now and 1963 shall wish negotiate with them 
get their new outside tariff down low possible. 

Beyond this, the Soviet leaders have recently proclaimed their 
intention wage trade war against the United States coming 
years. allow our trade program lapse, shall abandoning 
our economic leadership the free world just the Soviet leaders 
are girding themselves wrest from us. 

Demands for increased tariffs, demands that domestic industries 
protected against imports, are heard every country, not just 
America alone. These demands will undoubtedly lead some raising 
trade barriers. The only hope for net forward movement the 
exercise leadership the United States the over-all reduction 


trade barriers whenever this can done without serious injury 
domestic industry. 


*U. Congressman from New Jersey. 


No! Will Promote Uncertainty Business 
Richard Simpsen* 


Economic danger signals have sprung across America. this 
crisis the task that confronts Congress and the Administration 
keep the American economy prosperous and productive. 

Will the Trade Agreements Act help restore our economy 
even keel? Will put the unemployed workers back the job? Will 
further reductions American tariffs give our industries boost and 
revive consumer confidence? view, the record years casts 
serious doubts the capability the Trade Agreements Act any 
these things. 

Importers, exporters, and others whose profits depend foreign 
commerce like point out that trade with other countries vital 
American well-being and security. This economic precept offers 
reason excuse, however, for exposing numerous import-vulnerable 
businesses still more cut-rate foreign competition. Nor any 
reason condone implication the type competitive conditions 
which prohibit domestic commerce fair-trade, minimum- 
wage, and other laws. 

There can question that the United States must continue 
obtain from others what cannot produce for itself. return 
should supply our trading partners with those products which 
make grow and they not. This the formula for equitable, 
mutually satisfying commerce between nations. 

Does this formula take shape under the Trade Agreements Act? 
Not all. Instead, are exhorted believe that ideal trade 
unlimited trade, that long foreign-made products are for 
sale carry some obscure but rigid obligation buy them, and that 
must keep chopping away our tariffs make easier for these 
products enter our domestic market. 

appears also that our trade legislation, vintage 1934, dy- 
namic weapon help the free world resist the Communist economic 
offensive; that unless Congress renews the Act, our military allies 
will succumb Communism, leaving high and dry the struggle 
for survival. This leaves many questions unanswered, however. 

fact, what the Trade Agreements Act’s backers say true, 
our trade program seems working cross-purposes our aid 
program. recently dealt Red Poland another million dollars 
foreign aid although the Poles have offered finance the de- 
velopment iron-ore deposits Brazil, direct competition with 
American investment capital. 

Our trade policy has become tightly interwoven into the broad 
fabric foreign policy that our commercial and political relationships 
with others are inseparable. Tariffs have taken their place the in- 
ternational bargaining table instruments political negotiation. 


Congressman from Pennsylvania. 
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THE FALLACIES AND POSTULATES ACCOUNTING 


Marion 


National Association Accountants Bulletin, Vol. 39, No. Sect. 
February 1958, pp. 37-44. 


There are many who believe that accounting exact science 
and that the accountant can express the results business enterprise 
dollars and cents with exactitude. One the obligations the ac. 
counting profession clear this area misunderstanding. That 
there are limitations accuracy achievable most occupations, 
whether trades professions, has long been recognized. accounting, 
however, there tendency assume that accountants should not 
make errors. 

Why this? Just possibly, the accountant has not acquainted 
the other members management with the peculiar problems attach- 
ing themselves the preparation and interpretation accounting 
reports. 

number accounting fallacies misconceptions account- 
ing principles and practices are: 

Depreciation provides for replacement assets. Deprecia- 
tion merely estimate the charge necessary make some 
provision for the cost depreciable assets current profit and loss 
and balance sheet statements. 

The cost accountant can determine actual cost. The factors 
depreciation, allocations overhead inventory practices such 
“lifo” and “fifo,” will affect the determination such degree that 
the cost any one product must, possibly, expressed range, 
rather than one figure. 

Income measured monthly, quarterly, and 
annual statements. substitute the word “adequately,” the as- 
sertion can accepted more nearly correct. Since actual cost 
cannot determined, follows that actual income cannot de- 
termined period basis. Without liquidation, true income can 
really determined for any business. 

The use cents fractions cent indicates extreme 
accuracy accounting figures. This merely mathematical ex- 
pediency which frequently creates entirely unwarranted impression 
accuracy. 

True net worth revealed the balance sheet. The net 
worth section the balance sheet can only considered esti- 
mate and subject the latitude accuracy necessarily implied 
depreciation policies, inventory valuation practices, and number 
other accounting practices which have evolved from the need for 
periodic balance sheets and income statements. 

Financial statement figures are comparable between com- 
panies. Even though methods statement preparation are the same, 


*Corporate Controller LeTourneau, Inc., Longview, Texas. 


the individual judgment which must into certain overhead alloca- 
tions, estimations inventory valuation, classifications accounts, 
make comparisons between companies virtually useless, except when 
the differences methods, are well enough known that reasonably 
adequate adjustments may made for them. 

Audits independent accountants prevent embezzlement. 
Although the independent accountant normally makes some check 
internal control methods, prevented time and fee limitations 
imposed the client from making thorough check every possible 
means which company money and property can misappropriated. 

distributions are fully accurate. Here too must 
use the word adequate, instead accurate; human judgment enters 
into such large extent. Overhead can classified into two 
groups: (1) expired and applicable current production and (2) 
unexpired and applicable future production. With the first, the ac- 
countant must solve the problem function product allocation, 
while, with unexpired overhead, has first the problem period 
allocation and then must deal with function product allocation. 

high overhead rate indication inefficiency. the 
contrary, manufacturing enterprise can achieve low overhead rate 
increasing the cost direct labor and, therefore, increasing total 
costs. the other hand, the company can decrease direct labor 
more efficient operations and increased automation (thereby in- 
creasing the overhead rate) while achieving even lower costs. 

10. Figures don’t lie. “But liars Thus, they can also 
issue figures which lie. 

the accountant “explodes” these fallacies, must explain that, 
spite the difficulties their accurate determination, management 
and others must have unit costs, departmental, plant and division costs 
and period costs. Income tax returns must filed annually and other 
requests for accounting information must satisfied, often short 
notice. Therefore, necessary that number postulates ac- 
cepted: 

The monetary unit the best common denominator use 
measuring and reporting business activities. 

(or other form which the enterprise con- 
ducted) will continue operate indefinitely. 

Profit loss should usually shown the basis com- 
pleted transactions. 

These postulates are longer considered completely axiomatic. 
The first based the assumption that the dollar has constant, 
unchanging value. This certainly not correct assumption today. 

The second postulate remains possibly the most axiomatic 
the three. Accountants can hardly escape the fact that their figures 
must based the assumption that liquidation, which would reveal 
final and definite profit loss, not sight. Hence, estimates 
the residual amounts values representing the situation busi- 
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ness enterprise must used and accepted the periodic financial 
statements. 

The third properly qualified the word “usually.” 
tion practices are direct contradiction, and inventory valuation 
justments and bad debt provisions certainly are not accord with 
the basis recording profit loss only completed 

This discussion accounting fallacies and postulates should not 
accepted admission weakness, yet should encourage 
program education and development which would include: coming 
full realization the existence accounting’s limitations, 
ing those using accounting reports, improving accounting methods, 
and developing new methods. 


THE GROWTH SPIRIT THE NORTH AMERICAN ECONOMIES 


David McCord Wright* 
The Georgia Review, Vol. 11, No. Fall 1957, pp. 299-304. 


North American culture stands extraordinary position. Our 
culture has done more for the well-being the masses than all the 
thousand years preceding it; yet said selfish, cruel, neurotic, 
and are largely blame for the misunderstanding. 
have tended concentrate the material side economic 
growth leaving the intangibles unexplored and misrepresented. Some 
the less understood points philosophy growth are treated 
here. 

According Marx, profits cannot rise unless wages fall, and vice 
versa. Marxists believe that the main function new technique 
merely lower labor’s bargaining power increasing unemploy- 
ment. This outlook fails appreciate the productivity new idea, 
creativity. living standards are rise, and the level profits 
and wages are increase, must willing permit the readjust- 
ments that technical changes imply. increase profits and rise 
living standards not depend the exploitation labor; instead, 
they depend upon the use made new industrial ideas. 

vicious idea often held English labor people and European 
socialists that one man wants make more money, wants, 
that very fact, take money from others. This idea holds true only 
country where output not rising, and represents failure 
grasp the generosity capitalist motives. The great North American 
corporations were built spirit generous, risky adventure. The 
wealth they created for themselves was but fraction that which 
they created for their countries. They foster education, art, and learn- 
ing, addition expansion. 

Non-North American countries are often torn between two ideas: 
that democracy means holding everyone down the same level; that 
democracy means turning the economic life nation over 


*William Don Professor Economics and Political Science, McGill Uni- 
versity. 


small group self-perpetuating leaders. Both notions are wrong, and 
both were discarded early the history this continent. The solu- 
tion working democracy the competitive society, where the 
social structure always sufficiently decentralized and fluid, that 
old families, industries, and leaders lose ground and vigor, new 
families, industries, and leaders emerge take their place. Without 
the room for adventure given fluidity, the necessary new ideas 
not get chance survive. 

Creativity, plus generosity, plus fluidity, equals growth. But, 
just this growth, not capitalism, that the basic cause insecurity, 
and the so-called “competitive neurosis.” output grows, methods 
production change, and people are shifted from old industries into 
new ones; because wants shift, old industries drop out while others 
come in. Therefore, two lines thought follow: one considers 
social growth good thing, some people will inevitably incon- 
venienced and upset the process which benefits society whole; 
further, cannot always guaranteed that the process will benefit 
oneself. the other hand, one gives tight, literal meaning 
“security,” there can economic growth under any system. 


INDUSTRIAL RELATIONS: LOOK AHEAD John Bugas* 
Western Business Review, Vol. No. February 1958, pp. 37-41. 


Anyone who attempts predict the course industrial relations 
over the next two decades runs some grave risks, not the least which 
the possibility becoming too optimistic over the chances for 
calm, reasonable and sound settlement future labor-management 
relations. 

Collective bargaining not preordained institution whose con- 
tinued health and development will automatic. can preserved 
institution consistent with basic human freedoms only 
supported public understanding which recognizes clearly both 
the conditions which will foster its development and the dangers which 
will destroy it. 

There are several positive and encouraging signs. The leadership 
and staff many unions clearly are applying more intelligence, learn- 
ing, ability and sophistication. This has paralleled similar developments 
management. Furthermore, there can question that manage- 
ment and organized labor have learned better ways dealing with 
each other. This has been helped greatly the federal government’s 
recent policy minimizing intervention legitimate collective bar- 
gaining disputes. 

Whether these encouraging signs are transitory truly point the 
way the future depends whether the underlying conditions that 
largely have fostered their development are strengthened destroyed. 
There are two things which might come about destroy them: first, 


*Vice President Industrial Relations and also group Vice President 
the International Division the Ford Motor Company. 
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one side the other might possess such dominant economic power 
that bargaining form would dictation fact; secondly, one side 
the other might gain such great political power that collective bar. 
gaining would supplanted government regulation. 

Both unions and management will have impact these de. 
velopments. 

There serious evidence that inflation being fostered and that 
capital formation may discouraged attempts organized labor 
seek wage and fringe benefits which the economy cannot safely 
absorb. 

There growing concentration economic and political power 
today’s great international unions. The continued growth and de- 
velopment this monolithic institution raises disturbing questions 
whether sufficient checks and balances against its power now exist, 
and clearly suggests that, the very best, kept under close 
scrutiny. 

Equally disturbing the fact that organized labor’s power puts 
position stifle some public criticism its activities. Clearly 
the power suppress adverse comment those who know labor best 
the management people who have daily dealings with 
fact reckoned with. 

Despite the mildness the restraints imposed the Congress, 
these have chafed the leadership organized labor challenge 
its power. fact, the existence Taft-Hartley has since been used 
one the rallying cries intensified activity labor the po- 
litical front. 

One the basic decisions the public must make whether reason- 
able and effective restraints their institutionalized political activities 
shall placed and enforced against unions, and whether the na- 
ture and extent such permitted activities shall kept balance 
with those other organized interests within our body politic. Effec- 
tive measures prevent management from gaining such dominance 
have long been feature American society. 

There America today dedicated, organized management 
movement any way comparable power economic political 
the organized labor movement. Furthermore, the diversity 
management’s responsibilities and interests, the competitive instincts 
which characterize its thinking, and the nature its objectives all 
work against the development any such organization. The man- 
ager’s basic purpose not per deal with employees labor 
unions, but plan intelligently and operate his business successfully. 
Management, more than labor, has learned and has the motivation 
take balanced approach its problems. 

Management plays and must continue play vital and 
constructive role advancing the well-being its employees. The 
function maintaining balance imposes the obligation resist 
unsound and excessive union demands, not only the interests 


its customers, stockholders and the community, but also for the long- 
range welfare its employees themselves. 

inherent the nature things that unions will make ex- 
cessive demands which call for resistance. This exposes management 
all sorts charges union leadership which needs “enemy.” 
important that there general understanding the union tactic. 
For essential the preservation the bargaining process that 
both the nature and the indispensability management’s role un- 
derstood. 

forecast final battle for power between labor and manage- 
ment might concluded from the foregoing analysis. However, 
granted reasonable equality among the interplaying forces and 
realistic and equitable system checks and balances, both manage- 
ment and unions are likely have the good judgment and foresight 
avoid showdown. balance, these two great forces can continue 
play their vital roles building and strengthening our economy. 


INTUITION VERSUS RESEARCH 
The March Advertising Age (Vol. 29, No. 10, pp. 65-66, 68) 


presents Weiss’ plea for return intuition marketing, and 
less reliance those “undisciplined disciplines market research and 
economics.” This forthright and not necessarily popular speaking 


answered the March issue (Vol. 29, No. 13, pp. 63-64) Jaye 
Niefeld, respected researcher. (At least dozen other replies 


Weiss are presented the April issue. 


Weiss Flays Away Researchers and Economists 
Weiss* 


“We have reasons believe that the mood for consumer buying 
will good the time our introduction.” This statement was 
made the sales planning manager Edsel June 1957. What 
actually happened? Auto sales began skidding; Edsel dealers sold 
24,500 cars the first three months marketing; Edsel will mighty 
lucky wind its first full year with 100,000 cars actually registered. 
This means that Edsel will have achieved just about one-half its 
minimum goal for its first year. 

This statement, made just three months before Edsel’s market 
introduction, was the result more research every conceivable 
kind styling, market, psychological, economic than has ever 
before been put behind new product. Yet the “product” has not 
been well received. 

Research, which has tended replace intuition, should placed 
its proper status. Research has grown too big for its breeches. 
will never, the world marketing, take the place disciplined 
intuition. seem recall that Henry Ford did pretty well with the 
Model “T” and Model “A” with little research. Messrs. Eastman, 


*Director Merchandising, Doylee Inc. 
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Goodyear and Heinz all trusted their instinct, all acted intuition 
their marketing and all laid solid foundations for enduring 
nesses. 

Practically every great business existence today was started and 
built man with vision not man with facts, figures, research 
but vision. And what vision but intuition? And what intui- 
tion but simply blinding flash enlightenment stemming from broad 
experience and knowledge? not talking about hunch but rather 
about that strict form mental discipline that intuitively evolves, out 
vast knowledge and experience, the correct answer. 

view that market research the same class 
Both should encouraged. Yet the record both, date, pretty 
dismal. Among economists you will find amazingly contradictory con- 
clusions; the same would true market researchers studying 
single problem. They are our greatest users hunch but they 
cover behind statistical smokescreens and semantic gobbledegook. 

Some additional comments taken from the talk Edsel’s man- 
ager sales planning may commented upon. 

“We have found that man buys car which believes 
best exemplifies his own personality.” that why cars are sold today 
price jungle? 

“There has been growing trend toward cars the medium- 
price class.” This was the case the time this observation was 
made; now the lower-price cars are holding better. 

economic climate favors continued trend medium- 
price Not the first half 1958, sir. 

“The actual features and form the Edsel had de- 
veloped stylist’s ivory tower.” That’s damaging admission! Ten 
years market research and still dependence must placed 
intuition. 

“The final concept the Edsel was satisfying every de- 
signer (800 stylists) the company.” find difficult believe that 
800 creative people agreed design, even with present-day con- 
formity. 

Motors has invested $250,000,000 the Edsel 
major venture relatively unpredictable market.” years 
market study and still 

have studied and rehashed some 4000 separate decisions.” 
Less study might have saved valuable time; the Edsel had gone 
the market 1955 might have sold 200,000. 

still? would not. 

“The general economic outlook more optimistic than has 
been months.” This was completely incorrect projection. 

appears that only one domestic company the auto 
industry has correctly judged the 1958 market American Motors 
Corporation (Rambler). just coincidence that George Romney, 


president American Motors, simply had intuitive flash about the 
small car; that his “instinct” told him was time for change; that 
the American public began turn the Rambler while the Big Three 
were making cars bigger because studies” told them this was 
what the public wanted? don’t think so. think it’s powerful proof 
that too much research can befuddle and delay. 

For the near-term future there great need for return 
intuition marketing decisions. Every competent business executive 
has built-in sensitivity people, events, trends. Constant use 
this inherent characteristic improves its performance. call 
intuition; there substitute for it. Market research may impliment 
it, but cannot supplant it. Let’s restore intuition its proper place 
the very top the total marketing process. 


Researchers Rush Tear Weiss Apart 
Jaye Niefeld* 


The burden Mr. Weiss’ article that research general and 
researchers particular are pretty awful, and that the solution all 
problems lies more widespread use intuition. 

Mr. Weiss begins his basic argument making the claim that 
“research has grown too big for its breeches.” This certainly open 
question. Most researchers know seem generally modest and 
unassuming, both personally and even professionally. 


one more aware the shortcomings and limitations re- 
search than the researchers themselves. Research, for example, not 
substitute for executive judgment, nor has anyone ever pretended 
that the other hand, executive can continue make 
valid decisions over long period time without knowing some 
the facts. does not have the facts, the chances are mighty slim 
that any “intuitive flash” going help much. 

one will dispute the importance both the 
sciences and the arts. Yet, for one would very loath put millions 
into advertising based “knowledge obtained without recourse 
which the dictionary definition intuition. 

Mr. Weiss tries sidestep the accepted meaning intuition 
defining “stemming from broad experience and 
his privilege shape words his own uses, but experience and 
knowledge smack more judgment than intuition. 

also wonder what makes Mr. Weiss feel that top research 
executives are exempt from judgment even intuition. “Every com- 
petent business writes, “has built-in sensitivity 
people; events; trends.” can’t help wondering whether this 
sensitivity departmentalized, confined management, the sales 


department, the accounting department but not the research depart- 
ment. 


*Vice-President Keyes, Madden and Jones, Advertising, Chicago. 


ler 
n- 
” 


SECRET 


The researcher apparently does not possess intuition according 
Mr. Weiss, “but the greatest user hunch, differentiated from 
intuition.” I’m frankly loss here, since this sounds like dis. 
tinction without difference. Webster defines hunch strong, 
intuitive impression.” 

Mr. Weiss has used the success the American Motors’ Rambler 
example marching upward and onward with intuition. How 
does rationalize the long years low acceptance American 
Motors and its predecessors? Had Mr. Weiss had his way, those early 
years rough sledding would undoubtedly have been cited examples 
the failure economists and market researchers gauge correctly 
the temper the times. What probably happened was that judgment 
indicated that the more rational course was aim for segment 
the market which was virtually noncompetitive with the giants 
the industry. 

The simple fact that there need for both intuition and re- 
search. The function intuition shape the hypotheses bring 
forth possible alternatives for action. The function research 
explore those hypotheses, attempting differentiate ideas merit 
from those little value. 

The job research provide knowledge, put information 
the disposal the decision-makers. The information sometimes 
faulty limited, true, but this not grounds for condemning the 
research concept. 


GERMAN RECOVERY Jossleyn Hennessy* 


Scope, Part February 1958, pp. 23-27, 46, and Part March 
pp. 24-29. 

From Karl Marx stem the ideas that competition rudimentary, 
chaotic state capitalism into which State planners bring order, that 
for profit” blasphemous, that great individual wealth 
offense, that full employment right, that the public should 
content buy whatever State planners allocate, that individual 
freedom can preserved setting committee civil servants 
safeguard it. For some years after Marx’s death these ideas 
gathered momentum; the end the Second World War socialist 
ideas seemed firmly established over the greater part the world. 

Then June 1948, the extraordinary happened. obscure 
professor economics named Ludwig Erhard, nominated Minister 
Economics West Germany the Occupation powers, ended in- 
flation putting through the currency reform and issued decree 
ending rationing and price controls. followed this economic 
policies exactly the opposite those Marx. The result was that the 
German index industrial production more than doubled within 
fifteen months and then rose leaps and bounds. 


*Economist, writer, broadcaster. 


Erhard’s chief adviser was one Walter Eucken, economist. Eucken 
believed that the State’s first obligation preserve the freedom 
the individual. Freedom lost where there are concentrations 
power. Ensure genuine competition and excessive power will not 
emerge. Planning decreases efficiency; private monopoly and restric- 
tive practices must banned. 

The basis Eucken’s economic structure the stability the 
buying power currencies. Money the indicator gain loss, 
efficiency inefficiency and the incentive progress. Under deflation- 
ary inflationary policies alike, the accuracy the indicator falsi- 
fied. Eucken showed that not only did inflation destroy the price sys- 
tem and foster central planning, but was itself pre-condition 
the inauguration planning. With stable currency, planning passes 
from civil servants the people. 

Where there central planning, the workers are dependent 
one employer the state. freely competitive market the workers 
will have wide choice possibilities for better wages and opportuni- 
ties assert their independence. 

Finally, Eucken stated that modern technology, far from decreas- 
ing competition, actually increases because (1) entrepreneurs are 
forced compete world rather than local markets, (2) many com- 
petitive substitutes appear, and (3) flexibility production created. 

Eucken’s two dramatic conclusions are: (1) Modern technology 
proliferates ever greater, wider and keener competition. (2) The 
greater the competition, the more stable the national economy. 
Eucken was, however, laissez-faire-ist. laid down that the role 
the State was enforce competition and uphold stable currency. 

Eucken changed the climate opinion Germany; Erhard 
practices what Eucken preached. 


Germany’s post-war recovery 249 per cent rise the index 
industrial production since 1948 miracle. There straight- 
forward economic explanation. the end the war Germany was 
prostrate. The basic impediment recovery was not the devastation 
war but that the existing facilities for production could not fully 
exploited. Nothing could done without currency reform, but the 
Occupation authorities procrastinated. Then, June 1948, the au- 
thorities granted the currency reform for which Erhard had been 
pressing. His act extraordinary courage ending rationing and 
price control over manufactured consumer goods followed. 
maintain stable Mark and ensure genuine competition these 
were the precepts enforced through thick and thin Erhard. 


Erhard insisted balanced budgets and “tight” money. the 
German consumer, the incentive tight money has been that 
could get anything wanted made the effort earn the money 
buy it. Post-war Germany’s national income has soared because 
the vast numbers anxious work overtime and second job. 
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Does such program lead “insecurity” for the businessman and 
worker the Socialists would claim? The German answer that 
bankruptcies have been few, full employment attained, 
have control over the economy, and Germany Europe’s show nation 
for rate growth prosperity. 

One question was how finance the huge investment needed for 
recovery. Easy money being ruled out, Erhard trusted the stable 
Mark revive saving and generous tax exemptions for monies in. 
vested industry, trade, commerce, housing, public securities, savings 
deposits, and shipbuilding. Ploughed-back profits were used first but, 
from 1951 on, tax privileges encourage self-financing were reduced 
order avoid concentration wealth few hands. 

The over-all burden German taxation approximates per cent 
the national income. But the total social charges high, 
dividual payments are low. The German conception that social 
security should grant minimum first aid the weak, but that individ- 
ual allocations should not act disincentives production. 

Erhard refused try cure the unemployment which persisted 
1954 wholesale relief means. Result: 1957 unemployment 
was only 1.9 per cent. 

Contrast the Welfare and German attitudes toward budget 
Welfare states, the object deficit expand credit. Ger- 
many, temporary by-product tax reduction used in- 
centive higher production. 

Although German wages have risen substantially since 1948, the 
unions, their restraint, have made major contributions the sta- 
bility the Mark, the success Germany’s export trade and 
the self-financing industry. 

Nothing Germany’s success story has been more spectacular 
than her export surpluses. Germany’s tight money restrained domestic 
demand while all around cheap money policies and inflated domestic 
demand allowed soaring price levels cause production bottle-necks 
and lengthening delivery dates. All this made foreign importers willing 
pay exorbitant prices for German goods. 

With stable Mark home and voracious demand abroad, Er- 
hard strove exploit Walter Eucken’s second precept: insure compe- 
tition. the earliest moment, slashed quota restrictions 91.5 
per cent and steadily turned Germany from high into low tariff 
country. Germany’s foreign trade snowballed along. 

first the rising tide credit was welcomed but time went 
and the surpluses piled high, the authorities became scared in- 
flation. The export credits were therefore neutralized massive 
budget surpluses. present, these budget surpluses are the way 
out. addition, Germany beginning invest abroad. 

Nothing clearer than that for ten years the German government 
and people have been complete agreement that totalitarian econom- 
ics are “out” and that the era the individual “in.” 
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